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BENIN KEY ECONOMIC INDICATORS 





Area 43,483 sq.'mi. 

Agricultural Area 23,166 sq. mi. 

Population 3,338,000 (1979); 3,431,464 (1980 proj.) 
Population Growth Rate 2.8 percent 


(78-79) 
Percent 


Change 


INCOME, PRODUCTION, EMPLOYMENT 





Gross Domestic Product (GDP) : . 8743 
GDP-Constant (1975) : ‘ N/A 
Per Capita GDP (dols) 18.9 
Gross Fixed Investment : ‘ = Baek 
Indices (1970 equals 100) 

Industrial Production N/A 

Avg. Labor Productivity N/A 

Avg. Industrial Wage ° ° . ; 16.0 
Labor Force 8.9 
Avg. Unemployment Rate 


MONEY AND PRICES 
Money Supply 147.4 154.5 i7¢.3 
Interest Rates Commercial - 15.50 Maximum, with Crop Marketing and 


Export Credit for Agricultural Products at 9.0-10.0. 


Certificates of Deposit: 6mo. tol yr. 4.25 
1 yr. plus a 4 | 


Indices: Consumer Price . 118.9 
Index (1975 equals 100) 


BALANCE OF PAYMENT AND TRADE 





Gross International Reserves 
External Public Debt 
(US $ thousands) 
Debt Service as Percent of 
Export Earnings (Goods & 
Nonfactor Services) 
Balance of Payments 
Current Account -75.42 
Overall 5.94 
Balance of Trade -127.6 
Exports f.o.b. LS 
U.S. Share -0047 
Imports 243.1 
U.S. Share 14.49 


Main Imports from U.S.: Tobacco and Used Clothing 
Total U.S. Share 1979: U.S. $13.3 million 
All values in U.S. $ million unless otherwise indicated. 


Exchange Rates: 
1976 238.98 CFA Francs $1.00 
1977 245.67 CFA Francs = $1.00 
1978 225.67 CFA Francs = $1.00 
1979 212.72 CFA Francs $1.00 
1980 211.30 CFA Francs $1.00 
278.595 Francs = 1 Special Drawing Right (SDR) 





SUMMARY 


For the past 7 years, Benin has achieved an average annual growth 
rate of almost 5 percent per annum in real terms. This has been 
achieved primarily through substantial amounts of foreign aid from 
the West, plus spillover into the commercial sector from Nigeria's 
continuing economic boom. There has been some diversification of 
the productive base in this time, but the major elements of the 
Beninese economy remain the cultivation and processing of food 
crops, Oil palm products, and cotton. These results have been 
achieved with an ever-increasing State role in the economy, which 
the regime intends to continue to expand. An estimated 50-60 per- 
cent of the cash economy comes under the control of parastatal 
enterprises. Nevertheless, a flourishing private enterprise econ- 
omy exists in Benin despite the outward trappings of a rigid 
Marxist-Leninist state, sometimes undercutting official prices, 
and certainly providing goods and services that the awkward State 
enterprises cannot provide. It should be noted that statistical 
information presented here relies in part on International Monetary 
Fund (IMF) and World Bank sources, which may be subject to rein- 
terpretation in light of serious financial difficulties that Benin 
encountered in the last quarter of 1980. 


In recent years, economic policy has been implemented within the 
framework of the 1978-80 development plan that has sought to in- 
crease and diversify agricultural production in order to meet in- 
creasing domestic consumption demands, to improve the infrastruc- 
ture, to increase rural incomes, and to increase the use of Benin- 
ese raw materials in domestic industry. The development plan has 
also aimed at improving income distribution, which has led to cer- 
tain low-yield investments. During this period of economic re- 
orientation, Benin has suffered a deterioration in its terms of 
trade that reflected the worldwide price increases of imported 
petroleum products, and was compounded by a drought in 1977 that 
contributed to increasing balance of payments problems. Tight and 
austere financial management on the part of the Government has 
reined in free-spending and inefficient parastatal enterprises. 
Improved tax collection and wage control have also contributed to 
a stable management of the economy. 


The outstanding feature of Benin's economic activity in 1979 was a 
continued high level of food crop production, although output of 

maize declined as acreage in cultivation was reduced following the 
abundant harvest of the previous year. Output of major cash crops 
such as cotton, groundnuts, and sheanuts also rose strongly. There 
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was considerable expansion in the industrial sector, especially 
in the rise in output of beverages, textiles, and food products. 
The construction sector also recorded an expansion much above 
average, because of increased public investment under the 
auspices of the development plan's second (1979) section. 

The commerce and transport sectors continued to exhibit their 
strong upward trends. Highway construction and port expansion 
have been lead items in the effort to expand the infrastructure 
and trigger greater growth. 


Prospects for economic growth in Benin are favorable. The 
public sector is plagued by inefficiency, but the Government 
has not pursued dubious "prestige" projects that have bankrupted 
many other small developing countries. Construction activity 
is expected to increase strongly in the near future, as large 
projects such as the port expansion, a sugar complex, and 

the cement clinker project get fully underway. Furthermore, 
planning and procedures for control of project execution have 
been improved, and lackluster performances by some parastatal 
enterprises seems to have triggered a serious effort to improve 
efficiency and management techniques. 


One source of optimism regarding foreign participation in 
Benin's development plans has been a recent contract signed 
between the Government of Benin and a Norwegian oil company 
for the exploitation and production of an offshore oil field 
near Cotonou. A platform is under construction in Norway, 
and drilling is to get underway at some point in 1981. This 
deposit, estimated at 22 million barrels, should make Benin 
energy self-sufficient in 2 to 3 years, and a net crude oil 
exporter. 


While reliance on a Western oil firm for exploitation of its 
petroleum resources may indicate a pragmatic approach to resolving 
economic problems, especially in the energy sector, it should 

not be interpreted to mean that all Benin's rhetoric is without 
Significance. The Government does not appear to be ready to 
encourage any large scale investment or commercial activity 

by private foreign interests, and lack of protection of invest- 
ments, plus a past history of unsatisfactory expropriation 
policies, should serve to adequately forewarn the American 
investor interested in the Benin market. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The Financial Situation 


The rate of inflation accelerated in Benin in 1979, despite 
government efforts to curtail it by fixing prices and subsidizing 
petroleum and electricity prices. In the case of wheat, petroleum, 
and energy public enterprises absorbed the inflation and held 
prices steady. This action put several State corporations 

in deficit situations. In all, prices as measured by the gross 
domestic product (GDP) deflator are estimated to have risen 

about 13 percent in 1979, compared to 9 percent in 1978. The 
private sector minimum wage, which had been frozen since 1974, 
was raised 15 percent at the beginning of 1980. Public sector 
wages, frozen since 1966, were scheduled to increase 10-15 per- 
cent in October 1980, but the Government's ability to finance 
this increase is in doubt. Wage control naturally puts pressure 
on the Government to remedy the decreased buying power of the 
workers, but has allowed the Government to operate with a bud- 
getary surplus for the past several years. 


The main feature of fiscal performance in 1979 was an accelera- 
tion in the implementation of the 1978-80 development plan, 

with investment expenditure and net lending up a third. In 

1978, the total of revenue, grants, and net external borrowing 
by the public sector was higher than total expenditures and 

net lending, resulting in a further rise of CFA 2.8 billion 

in the Government's net deposits with the banking system. However, 
in 1979, revenue and grants rose only modestly, reflecting 

lack of buoyancy in income tax receipts and delays in applying 
for the STABEX (Stabilization of Export Earnings scheme) compen- 
sation for the export shortfall in 1978, which was in fact 
received in January 1980. Although net borrowing abroad rose 
further in 1979, total expenditures and net lending rose by 

about 16 percent to CFA 55 billion, and the Government's deposits 
with the banking system declined by CFA 1.8 billion following 

6 consecutive years of buildup of the Government's net creditor 
position. 


While fiscal policy was somewhat contradictory in 1978, credit 

to the private sector rose by 27 percent and net domestic assets 
of the banking system rose by 25 percent compared with 19 percent 
in 1977. In 1979, credit to the private sector continued its 
rapid expansion, primarily due to the increased needs of the 
public enterprises, reflecting their financial difficulties. 
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As the Government drew down its net deposits with the banking 
system, net domestic assets rose by 39 percent. As the money 
supply rose much less rapidly, the net foreign assets of both 
the deposit money banks and the central bank declined in each 
year, and at the end of 1979, the central bank had net foreign 
liabilities of CFA 3.25 billion. 


In 1979, Benin's imports increased by 16 percent over the previous 
year, reflecting a strong rise in capital goods imports, while 
imports of foodstuffs fell compared with the previous year. 
Exports, however, rose by 30 percent reflecting the recovery 

in output of food crops as well as of oil palm products and 
cotton. The trade deficit widened by only 3.4 percent of GNP. 

A modest balance of payments deficit was registered, CFA 2.7 
billion, or 55 percent of that registered in 1978. 


At the end of 1979, Benin's external public debt amounted to 
about $174 million, and annual service payments were $9.6 
million, equivalent to about 3.8 percent of total exports of 
goods and nonfactor services. Gross official reserves, as 

of December 1979, were equivalent to about 2 weeks of Benin's 
projected 1980 imports. 


Fiscal Policy and Prospects 


The Beninese Government in 1980 stated that it intended to 
conduct financial operations prudently in order to prevent 
increased imbalances in the economy and in particular to contain 
the deterioration of Benin's foreign exchange position. The 
1980 budget, adopted in January, projected revenue equal to 
current expenditure at CFA 34 billion. This may be an optimistic 
estimate of revenue available, as the expected ordinary revenue 
would be about CFA 30 billion, with no tax increase. But the 
Beninese appear optimistic that outside sources of aid will 
materialize. The Government, however, has stated that it con- 
siders a balanced budget more important than the financing 

of extensive development projects. It is ready to scale down 
its budget should expected revenues fail to materialize as 
believed. 


The other major feature of 1980 fiscal policy is a decision 

to substantially increase net foreign borrowing, to reduce 

net Government deposits with the banking system of CFA 4.2 
billion, and to finance the ambitious investment expenditure 
and lending target of CFA 37 billion, equivalent to 16 percent 
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of GNP. Consolidated Central Government transactions are thus 
expected to show a deficit of CFA 24 billion, compared to CFA 
16 billion in 1979. The increased borrowing is a result of 

an extraordinary one-time grouping of major investments, caused 
by delays in the past and administrative and fiscal obstacles 
that have finally been resolved. The implementation of these 
major projects that the investments reflect are expected to 
have a positive effect on industrial output and ease the balance 
of payments problem in the medium term. In the future, the 
Government states that it will maintain its prudent policy 

of balancing current transactions and limiting the overall 
deficit to a manageable size. The limit would be compatible 
with the overall balance of payment objectives for Benin and 
for the West African Monetary Union as a whole. 


Monetary Policy 


Since the general reforms in 1975, the central bank has estab- 
lished annual credit targets for the West African Monetary 

Union, as a whole, and for each member country. Rational setting 
of targets for the member States includes growth and balance 

of payment prospects, and objectives regarding the level of 
international reserves for the union as a whole. 


Overall credit expansion in 1979 fell somewhat below target, and 
the growth of money supply fell considerably short of estimates. 
There was also a sharp decline in the net foreign assets of 

the banking system. 


As regards monetary policy in 1980, the Government has stated 
that because of only modest growth in exports and the further 
rise in the current account deficit, the expected balance of 
payments deficit could be contained at about $12.8 million. 
Consistent with this objective, developments in the real economy, 
and the demand for money, the increase in net domestic assets 
of the banking system would be limited in 1980 to $49.7 million, 
about 20 percent, compared with 39 percent in 1979. Relative 

to this ceiling, the Government was expected to reduce its 

net deposits by $19.9 million, so that the increase in credit 
to the private sector would be limited to 10 percent, compared 
with 26 percent in 1979. These credit ceilings have required 

a major effort by the Government to slow down expansion of 
credit to the private sector. Reforms in the parastatal sector 
and recently adopted Central Bank of West Africa BCEAO measures 
to monitor credit and central bank refinancing should be 
effective in controlling the supply of credit. 
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As a member in the West African Monetary Union, which maintains 
a fixed exchange rate between the CFA franc and the French franc 
and a common interest rate structure, the Benin Government can 
not unilaterally change its exchange rate or its interest rates. 
Recently, the BCEAO has announced a 2.5 point increase in its 
lending rates and a 2 point increase in time deposit rates. 


Regarding Benin's deteriorating balance-of-payments situation, 

the Government stated two specific objectives for 1980. They 
hoped to limit the overall deficit to 12.8 million and the deficit 
on current account to $127.9 million, equivalent to about 11 
percent of projected GDP. This was to be achieved through 
increasing disbursements on foreign borrowing by both the Central 
Government and the public enterprises. In all, terms of trade 

are expected to decline by 3.4 percent. 


The ratio of debt servicing to the export of goods and nonfactor 
services will rise from 4 percent in 1980 to about 10 percent 

in 1981. This will require careful monitoring by the Government 
to ensure adequate control of Benin's official borrowing in 

line with development objectives. Some help has recently been 
obtained by the granting of loans on favorable terms to Benin 
with a joint Benin-Nigeria guarantee. The major problem facing 
government authorities in the near term is how to increase agri- 
cultural output and startup industrial development, but at the 
same time not compromise the regime's past overall financial 
stability. 


Agriculture 


Although the Government has made serious efforts to diversify 

the economy, the key sector remains agriculture. Agriculture 

is the productive base of the economy, and contributes 30 percent 
of annual GDP, larger than any other sector of the economy. 

The agricultural sector is also a major supplier of raw materials 
to local industry, and is a major source of export earnings. 


The Government has increased investment in rural development 
projects that aim at promoting crop diversification, improving 
yields, extending irrigation, increasing livestock production, 
and improving rural infrastructure. Regarding agricultural 
policy, the Beninese now emphasize the production of food crops, 
not cash crops, with the intent of exporting surplus as Benin 
has obtained self-sufficiency in food crop production. 
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Benin's principal food crops are cassava, yams, and maize. Output 
of cassava and yams rose by 16 percent in 1978-79, but showed 
little increase in 1979-80, when production remained at around 
1,400,000 tons. This vroduction can be expected to increase 

in the near term, given favorable climatic conditions. Output of 
maize increased sharply in 1978-79 to 343,000 tons. This 
reflected a large increase in acreage planted but also included 

an increase in yield due to the planting of improved varieties. 
The price of maize rose sharply, however, as a significant portion 
of the crop was sold outside Benin, or put into storage to guard 
against a recurrence of the shortages triggered by the 1977 
drought. As a result, farmers reduced maize cultivation in 
1979-80, given the large supply in storage. Production was 
further diminished by flooding. Consequently, maize production 
declined by about 13 percent to around 300,000 tons. It is 
expected to rise significantly in the next harvest, partly because 
of a further increase in yield from greater use of new, more 
productive varieties of maize. Another optimistic sign is the 
construction of a maize mill at Bohicon with an annual processing 
Capacity of 19,000 tons. To further diversify the production 

of food crops in Benin, the Government has promoted a major 

Sugar project. This involves the development of irrigated sugar 
cane production and the construction of a sugar refinery with 

an annual capacity of 40,000 tons. The site of the project 

is Savé, about 120 miles north of Cotonou. This project falls 
into line with Government plans to promote balanced regional 
growth. It is expected to cost around $120 million and is being 
undertaken with joint Beninese and Nigerian cooperation. The 

Main financial accords were signed in March 1980. The project 

is expected to be in operation in 2 years. With local consumption 
of sugar currently estimated at 15,000 tons per year, even assum- 
ing a steady rise in consumption, there should be sugar for 
export, chiefly to Nigeria. No export price has yet been fixed. 


The major industrial and cash crops in Benin are oil palm products, 
cotton, and groundnuts. Less important export crops are sheanuts, 
cashew nuts, castor beans, copra, coffee, and tobacco. 


Oil palm production has decreased in recent years, as a result 
of the 1977 drought. It takes 5 or 6 years for the oil palm 
to recover from the drought. Production reached about 12,000 
tons in both 1978-79 and 1979-80. This, while an improvement, 
is still less than a third of pre-drought production figures. 
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As oil palms are very sensitive to weather, the Government has 
planned the conversion of a State palm oil mill (under SONICOG 
[Societe National Pour Industrie des Corps Gras]) to a dual- 
purpose mill for the processing of groundnuts and cottonseed. 

By 1981, oil palm production will be extended to include refining, 
as a new SONICOG palm oil refinery is expected to be completed. 


Output of cotton also has declined in the past several years. 
From a peak of 50,000 tons in 1972-73, production fell to 16,000 
tons in 1977-78. Again, weather played an important role in 

the decline, along with declining prices relative to other crops. 
In 1979-80, production rose to about 24,000 tons, and may be 
encouraged by the construction of the new mill at Bohicon. The 
new mill should also encourage production of groundnuts, which 
has fared well in the past several years. The marketing of 
agricultural exports is the responsibility of SONACEB (Société 
Nationale de Commércialisation du Bénin). 


Fishing is also an important sector of the Beninese economy; 

much of it is geared for export and produced by foreign interests 
(the few who remain) in accord with the Government. Unfortu- 
nately, production has declined for a decade due to aging equip- 
ment and lack of technical expertise. A recent agreement between 
Libya and Benin to exploit Benin's marine resources could turn 
around declining production. Problems in:the agricultural sector 
are not all due to unfavorable weather. Mismanagement of State 
enterprises and rural cooperatives has drawn criticism by Presi- 
dent Kerekou. The dramatic drops in production despite a strong 
export market have hampered development plans. While export 

of agricultural goods might be an interesting prospect for foreign 
investors, the difficulties facing foreign businesspeople would 
seem to preclude a serious involvement in the market. 


Industry and Mining 


Manufacturing 


In 1978 and 1979, the value added by manufacturing increased 

at an average annual rate of 12 percent. The relative role 

of different industries, however, has changed in the course 

of the past few years. Most noticeable is the sharp deterioration 
in the position of the oils and fats industry, which reflects 

the drought-related shortfalls of oil palm products and the 
consequent underutilization of oil mills. On the other hand, 

the food and textile industries have increased in relative strength. 
While the total turnover of the beverage industry increased, 
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its relative position in the industrial mix declined, reflecting 
the rising costs of its imported materials. 


The role of the State enterprises has also declined, in part 
due to mismanagement and difficulties facing certain export- 
oriented industries that fared poorly. 


Prospects for the oils and fats industry remain good. Recovery 
from the severe drought that has cut into production is in sight. 
The weakest factor is 0il palm production, which is expected 

to recover in 1981. Prospects are also encouraging, as the 

new groundnut and cottonseed mill reduces Benin's dependency 

on palm products alone. The palm oil refinery to be built in 
Cotonou should be completed in 1981. 


Two large State enterprises, IBETEX (Industrie Beninoise du 
Textile) and SOBETEX (Société Benoise des Textiles), comprise 
the second largest industrial branch after oils and fats. Pros- 
pects for SOBETEX are bright. Low-cost fabric is imported from 
Southeast Asia and then printed and sold on the domestic market 
at a reasonable cost. Production rose in 1978-79 by 15 percent 
to a high of 24.1 million yards of printed fabric. The output 
is marketed to Beninese wholesalers, and apparently makes its 
way to the Nigerian market by various circuitous routes. IBETEX, 
an integrated textile mill, is in serious trouble. Sales of 
printed fabric geared to the higher quality European market 

have been hurt by economic stagnation and in-plant management 
problems. IBETEX may remain solvent by a shift in production 

to sell on the domestic market. 


The third major manufacturing branch in the Benin economy is 
beverages. The branch is dominated by the local producer of 
beer and carbonated beverages, "La Beninoise." In 1978-79, 
production capacity expanded by about one-third. In 1980, pro- 
duction is expected to increase again, with a brewery extension 
project planned for Parakou. Production is expected to get 
underway in March 1981. Total annual production capacity will 
then be raised to 11.9 million gallons of beer, and 6.9 million 
gallons of carbonated beverages. As consumption locally is 
expected to increase, production too can eventually be expected 
to almost double from present capacity. 


Mining 


To date, Benin has only produced cement, by grinding imported 
clinker. In 1978-79, the SCB (Société des Ciments du Bénin), 
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a mixed enterprise, produced 151,000 tons of cement, at close 
to full production. Full operation of a new State enterprise, 
SONACIB, which started up in 1978, has raised Benin's cement 
production capacity to 320,000 tons per year. By early 1980, 
SONACIB had reached its full capacity of 160,000 tons per year. 
As local demand increases due to increased State investment 

in major construction projects, capacity will soon be exceeded. 
This should be partially met by completion of a new 500,000 
ton cement clinker project. Jointly financed by Benin and Nigeria, 
the $110 million project is expected to be completed by 1983. 
It is located at Onigoblo, where a commercially exploitable 
deposit of limestone has been found. 


Petroleum 


The discovery of commercially exploitable petroleum offshore 

in Benin is a bright spot in the economy. As petroleum prices 
continued to climb, State enterprises suffered as they sold 
refined petroleum products at subsidized prices. The small 

Sémé field, to be developed by a private Norwegian oil company, 
should provide Benin with badly needed foreign exchange. Exports 
of crude oil should, within 2 or 3 years, exceed imports of 
refined petroleum products. So, while at least obtaining energy 
self-sufficiency for about 10 years, Benin, in the near term, 
will enjoy the position of net petroleum exporter. 


The Sémé field is expected to yield approximately 22 million 
barrels, at a production rate of approximately 5,000 barrels 

per day, far greater than Benin's current consumption of 2,000 

to 3,000 barrels per day. Exploitation of the field is expected 

to cost an estimated $110 million, 90 percent of which has been 
guaranteed by the Norwegian Government. It is unclear where 

and at what point American companies might profit from the off- 
shore project. The site bears watching, as any further discoveries 
could entail serious possibilities for American firms active 

in the offshore petroleum industry. 


Electrical Energy Consumption 


Benin consumed about 94,640 thousand kWh of electrical energy 

in 1979, of which 87,246 were imported through Togo from Ghana's 
Akosombo hydroelectric complex. Transmission is provided by 

the CEB (Communauté Electrique du Bénin) a joint Togolese/Beninese 
company that distributes electric power from the Akosombo dam 

in Ghana to the national power grids of Togo and Benin. Benin, 
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according to an agreement signed by Ghana, Togo, and Benin in 
1969, has drawing privileges up to 25 MW for a period of 25 
years. To date, Benin has not drawn to its limit, but may well 
reach that limit in 1981. Current Beninese generating capacity 
is estimated at 19.5 MW, consisting of two 8 MW diesel generators 
at Cotonou, a diesel generator of approximately 3 MW capacity 

at Parakou, and a .5 MW generator at Bohicon/Abomey. Benin's 
domestic electric power generation is uniformly furnished by 
importing heavy diesel fuel. The SBEE (Société Beninoise d'Eau 
et d'Electricite), the State-owned electric and water company, 
is currently planning to increase generating capacity in Cotonou 
threefold, and nationwide capacity is expected to more than 
double in 3 or 4 years, by expanding capacity at Parakou and 
Bohicon as well. All told, however, Benin itself only produces 
about 8 percent of all electricity it consumes, importing from 
Ghana the rest. 


The future for Benin's electric needs is optimistic. While 
import of electric power from Ghana is rapidly approaching its 
upper limits, a recently proposed hydroelectric project on the 
Mono River between Benin and Togo could alleviate the power 
squeeze that Benin will soon undergo. The Mono River dam complex 
will be a joint Togo/Benin project at Nangbeto in eastern Togo. 


The project is expected to have two 30 MW generating stations 
with a third possible 30 MW station in the future. The two 
proposed generating units are expected to furnish an estimated 
150 million kWh per annum. Power will be transmitted from the 
Mono River to Akosombo grid, and from there fed to the national 
grids of Togo and Benin. 


The discovery of oil offshore in Benin, coupled with international 
financing for the Mono River hydroelectric project, are encouraging 
Signs that the economy of Benin will not only weather the energy 
crisis facing the developing nations but, in fact, should profit 

as a net crude oil exporter with abundant electric power available 
for domestic consumption. The general trend, then, is optimistic, 
despite mismanaged State enterprises and poor infrastructure. 


Commerce and Services 


The commerce sector of the Benin economy contributes 23 percent 
£ GDP, ranking second only to agriculture. The importance 

of commerce and services is linked to Benin's increasing role 
as an entrepét for various West African states. This function 
should increase, and is an encouraging factor in the growth 
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and development of the country, especially as port facilities 
and highway infrastructure are expanded and improved. Benin 
serves as an entrepét for Nigeria, Niger, and Upper Volta. 
Uranium is exported by road from Niger to Parakou and then by 
rail from Parakou to Cotonou Port, and in return refined petro- 
leum products and consumer goods are transshipped to Niger. 
Refined petroleum products are transshipped in the port for 
transport to Nigeria, although this has decreased with a 
lessening of congestion in Nigerian ports and tighter import 
restrictions imposed by Nigerian authorities. 


The commerce sector of Benin is steadily fueled by the demand 
for consumer goods in Nigeria, and a flourishing illicit trade 
exists, as well as an unofficial market for the naira in Benin, 
which circulates readily despite Government efforts to control 
foreign exchange transactions. 


While private enterprise has flourished in the commerce sector, 
State enterprises have also played an increasingly important 

role in the past several years. These State enterprises serve 

to support the State's price policies, and frequently subsidize 
basic consumer goods, but they underwent serious financial prob- 
lems in 1979, as their operating budgets could not absorb the 
increasing import prices that were not passed on to consumers. 
One of the most important State enterprises is Societe Nationale 
de Commercialisation des Produits Petrolieres (SONACOP), which 
imports and retails petroleum products. SONACOP operated at 

a deficit in 1979, and only recently have increased prices 

for petroleum products restored SONACOP's financial position. 
Another important monopoly is AGB (Société d'Alimentation 
Générale du Bénin). AGB has a monopoly for the import of essential 
consumer items, such as wheat, rice, milk, and sugar. The 

main State export company, Societe Nationale de Commercialisation 
et d'Exportation du Bénin (SONACEB), has a monopoly for the 
export of agricultural goods and cement. Due to transport 
problems and the lucrative sale of goods to Nigeria, this monopoly 
is quite weak. Also, as more agricultural goods are processed 

in Benin, the manufacturers will market the product themselves 
directly to the buyer. For this reason, SONACEB's activities 

are expected to decline in the long term. 


Other strong factors in the commerce sector are the road trans- 
port companies delivering goods to Niger and the construction 
of a first-class international hotel, the Sheraton Benin, to 

be completed this year. 





15 
IMPLICATIONS FOR THE UNITED STATES 


The third section (1980) of the current development plan envisions 
investment expenditures of approximately $379 million. Greater 
Success in getting the third investment section off the ground 
than the first two is due to greater confidence in Beninese 
ability to plan and execute capital projects. In any event, 
about 50 percent is the currently expected execution ratio 

for the third section. This optimism is also founded in the 
fact that several of the key projects are already underway. 
Five major projects account for 30 percent of the planned total 
investment outlined for the third section. These are: The 
Sémé offshore oil field, the extension of Cotonou port, the 
construction of a cement clinker plant at Onigbolo, the construc- 
tion of the Savé sugar plantation and refinery complex, and 

the brewery extension project. Other projects of importance 
are: Water and electricity supply, road construction and main- 
tenance, and a poultry complex. The most likely source of 
American commercial activity in Benin would be through active 
bidding for construction projects planned and outlined in the 
Government's development plan. To date, American companies 

in Benin have been almost exclusively limited to highway and 
bridge construction projects. 


Considering the serious problems involved in operating in Benin, 
American companies should be advised to exercise extreme caution 
before undertaking a commercial venture in Benin, even with 
official Government of Benin participation. Expropriation 
activities by the Kerekou regime upon accession to power in 

1972 following a military coup have not been cause for optimism. 
Compensation payments were eventually obtained by the larger 
investors, but many smaller foreign interests were never effec- 
tively satisfied. Protection of foreign investments can in 

no way be guaranteed, nor can the investor expect to find normal 
commercial codes of arbitration and dispute settlement. Freezing 
of funds and illegal detention of foreign nationals involved 

in commercial disputes should be adequate to warn the foreign 
investor to exercise extreme caution before starting operations 
in Benin. 


Foreign trade statistics for 1978 show that, as usual, the 

EEC largely dominated Benin's imports and exports. The EEC 
accounted for 52 percent of Benin's export market, of which 
France alone accounted for 23 percent, as did the Netherlands. 
Other trading partners as export markets were Japan, receiving 
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6 percent of all exports, and Niger, receiving 5 percent. Benin's 
exports to the United States totaled only $.59 million (about 
2 percent of Benin's exports). 


In import statistics, too, the EEC was predominant. Imports 

from the EEC totaled 59 percent, France accounting for 29 percent 
of all imports. The People's Republic of China accounted for 

6 percent, Japan for 5 percent, and the United States for 5 
percent. Imports from the United States totaled about $13.3 
million, mostly as tobacco and used clothing sales. 


The Beninese market is of limited interest to the U.S. investor. 
Agribusiness opportunities and commercial fishing could be 
profitable were Benin's treatment of foreign commercial interests 
less erratic and potentially risky to the foreign businessperson. 


* U. S. GOVERNMENT PRINTING OFFICE : 1981--341-077/389 





